
(a) Deoth or Disability . If a Holder's service shall terminate by reason of death or Disability, notwithstanding any contraty waiting period, installment period, vesting 
schedule or Restriction Period in any Agreement or in the Plan, unless the applicable Agreement provides otherwise: (i) in the case of an Option or SAR, each outstanding Option or 
S A R  granted under the Plan shall immediately become exercisable in full in respect of the aggregate number of shares covered thereby; (ii) in the case of Restricted Shares, the 
Restriction Period npplicable to each such Awnrd of Restricted Shares shnll be deemed to have expired and all such Restricted Shares, nny related Retained Distributions and any 
unpnid Dividend Equivalents shall become vested and my related cash amounts paynble pursuant to the npplicable Agreement shnll be adjusted in such manner as may be provided 
i n  the Agreement; and (iii) in the case of Stock Units, each such Award of Stock Units shall become vested in full. 

(b) Approwd Transactions; Board Change; Control Psrcl;ase . In the event of any Approved Transaction, Board Change or Control Purchase, notwithstanding any contraty 
waiting period, instnllment period, vesting schedule or Restriction Period in any Agreement or in the Plan, unless the npplicnble Agreement provides otherwise: (i) in the case of an 
Option or SAR, each such outstanding Option or SAR granted under the Plan shall become exercisable in full in respect of the aggregate numkr  of shares covered thereby; (ii) in 
the case of Restricted Shares, the Restriction Period spplicable to each such Award of Restricted Shares shall be deemed to have expired and all such Restricted Shares, any related 
Retained Distributions and any unpaid Dividend Equivalents shall become vested and any related cash amounts payable pursuant to the applicable Agreement shall be adjusted in 
such manner as may be provided in the Agreement; and (iii) in the case of Stock Units, each such Award of Stock Units shall become vested in full, in each case effective upon the 
Board Change or Control Purchase or immediately prior to consummation of the Approved Transaction. Notwithstanding the foregoing, unless otherwise provided in the applicable 
Agreement, the Bonrd may, in its discretion, determine that any or all outstanding Awards of any or all types granted pursuant to the Plan will not vest or become exercisable on an 
accelerated bnsis in connection with nn Approved Transaction if effective provision hos been made for the taking of such action which, in the opinion of the Bonrd. is equitable and 
nppropriate to substitute a new Awnrd for such Award or to assume such Award and to make such new or assumed Awnrd, os nearly as mny be practicable, equivalent to the old 
Award (before giving effect to my acceleration of the vesting or exercisability thereof), taking into account, to the extent applicable, the kind and amount of securities. cash or other 
assets into or for which the applicable series of Common Stock may be changed, converted or exchanged in connection with the Approved Transaction. 

I I .2 Termination of Service 

(a) Generol . If a Holder's service shall terminate prior to an Option or SAR becoming exercisable or being exercised (or deemed exercised, as provided in Section 7.2) in full, 
or during the Restriction Period with respect to any Reshicted Shares or prior to the vesting or complete exercise of any Stock Unit$ then such option or SAR shall thereafter 
become or be exercisable, such Stock Units to the extent vested shall thereafter be exercisable, and the Holder's rights to any unvested Restricted Shares, Retained Distributions, 
unpaid Dividend Equivnlents and related cash amounts, and any such unvested Stock Units shall thereafter vest, in each case solely to the extent provided in the applic~ble 
Agreement;provided. however, that, unless olhenvise determined by the Board nnd provided in the applicable Agreement, (I) no Option or SARmey he exercised after the 
scheduled expiration date thereof; (ii) if the Holder's senice terminates by reason of death or Disability, the Option or SAR shall remain exercisable for a period of at least one year 
following such termination @ut not later than the scheduled expiration of such Option or SAR); and (iii) any termination of the Holder ' s service for cause will be treated in 
accordance with the provisions of Section 1 1.2@). 

(b) Terninationfor Come . If a Holder's service on the Board shall be terminated by the Company for "cause" during the Reshiction Period with respect to any Reshicted 
Shares, or prior to any Option or SAR becoming exercisnble or being exercised in full or prior to the vesting or complete exercise of any Stock Unit (for these purposes, "cause" 
shall include dishonesty, incompetence, moral turpitude, other misconduct of any kind and tbe refusal to perform his duties and responsibilities for any reason other than illness or 
incapacity; provided, however, that if such termination occurs within 12 months after an Approved Transaction or Control Purchase or Board Change, termination for "cause" shall 
mean only a felony conviction for fraud, misappropriation or embezzlement). then, unless otherwise determined by the Board and provided in the applicable Agreement, (i) all 
Options and S A R s  and all unvested or unexercised Stock Units held by such Holder shall immediately terminate, and (ii) such Holder's rights to all Restricted Shares, Retained 
Distributions, any unpnid Dividend Equivalents and any related cash amounts shnll be forfeited immediately 

11.3 Nonalienotion of Benejits , Except as set forth herein, no right or benefit under the Plan shall be subject to anticipation, alienation, sale, assignment, hypothecation, pledge, 
cxchange, transfer, encumbrance or charge, and any attempt to anticipate, alienate, sell, assign, hypothecate, pledge, exchange, transfer, encumber or charge the same shall be void. No right 
or benefit hereunder shall in any manner be liable for or subject to the debts, contracts, liabilities or tons of the person entitled to such benefits. 

1 I .4 Written Agreement , Each Award of Options shall be evidenced by a stock option agreement, each Award of SARs  shall be evidenced by a stock appreciation rights agreement, 
each Award of Restricted Shares shall be evidenced by a restricted shares agreement; and each Award of Stock Units shall be evidenced by a stock nuits agreement. each in such form and 
containing such terms and provisions not inconsistent with the provisions of the Plan as the Bonrd from time to time shall approve; provided, however, that if more than one type of Award 
is made to the same Holder, such Awards may be evidenced by a single Agreement with such Holder. Each grantee of an Option, S A R ,  Restricted Shares or Stock Units shall be notified 
promptly of such grant, and a written Agreement shnll be promptly executed and delivered by the Company. Any such Agreement may be supplemented or amended from time to time as 
approved by the Bonrd as contemplnted by Section 1 l.6(%). 
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11.5 Designariori ofBeneJicimies . Each person who shall be granted an Award under the Plan may designate a beneficiary or beneficiaries and may change such designation from 
time to time by filing a written designation of beneficiary or beneficiaries with the Board on a form to be prescribed by it, provided that no such designation shall be effective unless so filed 
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11.6 Terminofion andAmendmen1 . 

(a) General. Unless the Plan shall theretofore have been terminated as hereinafter provided, no Awards may be made under the Plan on or after the tenth anniversary of the 
Effective Date. The Plan may be terminated at any time prior to the tenth anniversary of the Effective Date and may, from time lo time, be suspended or discontinued or modified or 
amended if such action is deemed advisable by the Board. 

01) A40orlificafion . No termination, modification or amendment of the Plan may, without the consent of the person to whom any Award shall theretofore have been granted, 
adversely affect the rights of such person with respect to such Award, except as othenvise permitled by Section 11.1 I .  No modification, extension, renewal or other change in any 
Award granted under the Plan shall be made after the grant of such Award, unless the same is consistent with the provisions of the Plan. With the consent of the Holder, or as 
otherwise permitted under Section 11.17, and subject to the terms and conditions of the Plan (including Section 11.6(a)), the Board may amend outstanding Agreements with any 
Holder, including any amendment which would (i) accelerate the time or times at which the Award may be exercised andlor (ii) extend the scheduled expiration date of the Award. 
Without limiting the generality of the foregoing, the Board may, but solely with the Holder's consent unless otherwise provided in the Agreement, agree to cancel any Award unda 
the Plan and grant a new Award in substihition therefor, provided that the Award so substituted shall satisfy all of the requirements of the Plan as of the date such new Award is 
made. Nothing contained in the foregoing provisions of this Section 11.6(b) shall be conshed 10 prevent the Board from providing in any Agreement that the rights of the Holder 
with respect to the Award evidenced thereby shall he subject to such rules and regulations as the Bonrd may, subject to the express provisions of the Plon, adopt from time to time or 
impair the enforceability of any such provision. 

11.7 Government andOrherRegelations~ . The obligation of the Company with respect to Awards shall be subject to all applicable laws, rules and regulations and such approvals by 
any govemental  agencies as may be required, including the effectiveness of any registration statement required under the Securities Act of 1933, and the rules and regulations of any 
securities exchange or associntion on which the Common Stock mny be listed or quoted. For so long as any series of Common Stock are registered under the Exchange Act, the Company 
shall use its reasonable effoiis to comply with any legal requirements (a) to maintain a registration statement in effect under the Securities Act of 1933 with respect to all shares of the 
applicable series of Common Stack that may he issued to Holders under the Plan and Q to file in a timely manner all reports required to be filed by it under the Exchange Act. 

11.8 IYidrholding . The Company's obligation to deliver shares of Common Stock or pay cash in respect of any Award under the Plan shall be subject to applicable federal, State and 
local tax withholding requirements. Federal, state and local withholding tax due at the time of an Award, upon the exercise of any Option or S A R  or upon the vesting of, or expuntion of 
restrjctions with respect to, Restricted Shares or Stock Units, as appropriate, may, in the discretion of the Board, be paid in shares of the applicable series of Common Stock already owned 
by the Holder or through the withholding of shares athenvise issuable to such Holder, upon such terms and wnditions (including the conditions referenced in Section 6.5) as the Board shall 
determine. If the Holder shall fail to pay, or make arrangements satisfactory to the Board for the payment 10 the Company of, a11 such federal, state and local taxes required to be withheld 
by the Compnny, then the Company shall, to the extent permitted by law, have the right to deduct from any payment of any kind otherwise due to such Holder an amount equal to any 
federal, state or local taxes of any kind required to be withheld by the Company with respect to such Award. 

11.9 Nonerclasiviiy of the Plan . The adoption of the Plan by the Board shall not be constmed as creating any limitations on the power of the Board to adopt such other incentive 
arrangements as it may deem desirable, including the granting of stock options and the awarding of stock and cash otherwise than under the Plan, and such arrangements may be either 
generally applicable or applicable only in specific cases. 

11. I O  Exclusionfrom Other Plnm . By acceptance of an Award, unless othenvise provided in the applicable Agreement, each Holder shall be deemed to have agreed that such 
Award is special incentive compensation that will not be taken into account, in any manner, ns compensation or bonus in determining the amount of any payment under any pension, 
retirement or other benefit plan, program or policy of the Company or any Subsidiary of thc Company. In addition, each beneficiary of a deceased Holder shall be deemed to have agreed 
that such Award will not affect the amount of any life insurance coverage, if any. provided by the Company on the life of the I-Iolder which is payable to such beneficiary under any life 
insurance plan of the Company or any Subsidiary of the Company. 

11.1 1 UnJi,ndedPlan . Neither the Company nor my Subsidialy of the Company shall be required to segregate any cash or any shnres of Common Stack which may at any time be 
represented by Awards, and the Plan shall constitote an "unfunded' plan of the Company. Except as provided in Article VlII with respect to Awards of Reseicted Shares and except as 
expressly set forth in an Agreement, no Holder shall have voting or other lights with respect to the shares of Common Stock covered by an Award prior lo the delivery of such shares. 
Neither the Company nor any Subsidiary of the Company shall, by any provisions of the PInn, be deemed to be a trustee of any shares of Common Stock or any other property, and the 
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liabilities of the Company to any Holder pursuant to the Plan shall be those of a debtor pursuant to such contract obligations as are created by or pursuant to the Plan, and the rights of any 
Holder under the Plan shall be limited to those of a general creditor of the Company. In its sole discretiow the Board may authorize the creation of m s t s  or other arrangements to meet the 
obligations of the Company under the Plan, provided, however, that the existence of such tNStS or other arrangements is consistent with the unfunded status of the Plan. 

- 
11.12 

1 I .  13 

Governing Law , The Plan shall be governed by, and constNed in accordance with, the laws of the State of Delaware. 

Accoirm. The delivery of any shsres of Common Stock and the payment of my amount in respect of an Award shall be for the nccnunt of the Company or the applicable 
Subsidiary of the Company, as the case may be, and any such delivery or payment shall not be made until the recipient shall have paid or made satisfactory arrangements for the payment of 
any applicable withholding taxes as provided in Section 11.8. 

11 .I4 Legends . Each certificate evidenclng shares of Common Stock subject to an Award shall bear such legends as the Board deems necessary or appropriate to reflect or refer to 
any terns, conditions or restrictions of the Award applicable to such shares, including any to the effect that the shares represented thereby may not be disposed of unless the Company hes 
received an opinion of counsel, acceptable to the Company, that such disposition will not violate any federal or state securities laws. 

1 I . I  5 Conipany(J Ri& . The grant of Awards pursuant to the Plan shall not affect in any way the right or power of the Company to make reclassifications, reorganizations or other 
changes of or to its capital or business stmcture or to merge, consolidate, liquidate, sell or othenvise dispose of all or any part of its business or assets. 

11.16 
limitation." 
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htterpretotion , The words "include." "includes," "included" and "hcludhg" to the extent used in the Plan shall be deemed in each case to be followed by the words "without 

Section 409.4. Notwithstanding anything in this Plan to the contrary, if any Plan provision or Award under the Plan would result in the imposition of an additional tax under 
Code Section 409A and related regulations and United States Department of the Treasury pronouncements ('Section 409A"). that Plan provision or Award will be reformed to avoid 
imposition of the applicable tax and no action taken to comply with Section 409A shall be deemed to adversely affect the Holder's rights to an Award or require the consent of the Holder, 
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DISCOVERY HOLDING COMPANY 

TRANSITIONAL STOCK ADJUSI'MENT PLAN 

ARTICLE 1 
Purpose OfPlan 

The purpose of the Plan is to provide for the supplemental grant of both stock options to purchase the common stock of Discovery Holding Company (the "Company") and of 
restricted shares of the Company's common stock to holders of certain outstanding options, stock appreciation rights and restricted shares issued under certain stock-based plans 
administered by Liberly Media Corporation ("LMC") in connection with adjustments made to outstanding LMC stock incentive awards and restricted shares of LMC common stock as a 
result of the spin off of the Company from LMC. 

ARTICLE n 
Definitions 

2. I Dejnitionr , For purposes of the Plan, the following terms shall have the meanings Below stated 

"Approved Tmnroction '' means any transaction in which the Board (or, if approval of the Board is not required as a mailer of law, the stockholder; of the Company) shall 
approve (i) any consolidation or merger of the Company, or binding shnre exchange, pursuant to which shares of Common Stock of the Company would be changed or converted 
into or exchanged for cash, securities, or other property, other than any such transaction in which the common stockholders of the Company immediately prior to such transaction 
hove the same proportionate ownership of the Common Stack of, and voting power with respect to, the surviving corporation immediately afler such lransnction, (ii) my  merger. 
consolidation or binding share exchange to which the Company is a party as a result of which the Persons who are common stockholders of the Company immediately prior thereto 
have less than a majority of the combined voting power of the outstanding capital stock of the Company ordinarily (and apart from the rights accruing under special circumstances) 
having the right to vote in the election of directors immediately following such merger, consolidation or binding share exchange, (iii) the adoption of any plan or proposal for the 
liquidation or dissolution of the Company, or (iv) any sale, lease, exchange or other transfer (in one transaction or a series of related transactions) of all, or substantially all, of the 
assets of the Company. 

" Board" means the Board of Directors of the Company 

'I Board Chmge I' means, during any penad of two consecutive years, individuals who a1 the beginning of such period constituted the entire Board cease for nny reason to 
constitute R majority thereof unless the election, or the nomination far election, of each new director wns approved by a vote of at least two-thirds of the directors then still in office 
who were directors at the beginning of the period. 

" Code " menns the Internal Revenue Code of 1986, as amended from time to time, or any succesor stntute or stotutes thereto. Reference to any specific Code section shall 
include any successor section. 

" Cornmitree " means the committee of the Board appointed to administer this Plan pursuant to Article VI1 

" Conmon Stock " each or any (as the context may require) series of the Company's common stock 

" Company " means Discovery Holding Company, a Delawnre corporation, and any successor thereto. 
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" ControlPurchase " means any transaction (or mies  of related transactions) in which (1) any p m n  (as such term is defined in Sections 13(d)(3) and 14(d)(2) of the 
Exchange Act), coprat ion or other entity (other than the Company, any Subsidinry of the Company or my employee benefit plan sponsored hy the Company or any Subsidiary of 
the Company) shall purchase any Common Stock of the Company (or securities convertible into Common Stock of the Company) for cash, securities or any orher consideretion 
pursuant to a tender offer or exchange offer, without the prior consent of the Board, or ( 2 )  any person (as such term is so defined), corporation or other entity (other than the 
Company, my Subsidinly of the Company, any employee benefit plan sponsored hy the Company or any Subsidiory of the Company or any Exempt Person (os defined below)) shall 
become the I' hcneficial owner (( (as such term is defined in Rule 13d-3 under the Exchange Act), directly or indirectly, of securities of the Company representing 20% or more of 
the combined voting power of the then outstanding securities of the Company ordinarily (and apart from the rights accming under special circumstances) having the right to vote in 
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the election of directors (calculated as provided in Rule 13d-3(d) under the Exchange Act in the case of rights to acquire the Company's securities), other than in a transaction (or 
series of related transactions) approved by the Board. For purposes of this definition, I' Exempt Person 'I meanseach of (a) the Chairman of the Board, thepresident and each of the 
directors of the Company as of the Distribution Date, and @)the respective family members, estates and heirs of each of the persons referred to in clause (a) above and any tmst or 
other investment vehicle for the primary benefit of any of such persons or their respective fnmily members or heirs. As used with respect to any person, the term *' family member 
rnenns the spouse, siblings ond lined descendnnts of such person. 

" Distribution 'I means the distribution by LMC to the holders of LMC Common Stock of all of the issued nnd outstanding shares of Common Stock. 

" Dismrihurion Dare I' means the date on which the Distribution occuls. 

" Exchange Acr 'I means the Securities Exchange Act of 1934, as amended 

I' FoiriCfm+et Value I' of .a share of any series of Csmmon Stock on any day means the last sale price (or, if no last sale price is reported, the average of the high bid and low 
asked prices) for a share of such series of Common Stwk on such day (or, if such day is not a trading day, on the next preceding trading day) as reported on the consolidated 
transaction reporting system for the principal national securities exchange on which shares of such series of Common Stock are listed on such day or if such shares are not then 
listed on a national securities exchange, then as reported on Nesdaq. If for any day the Fair Market Value of n share of the applicnhle series of Common Stock is not determinable hy 
any of the foregoing means, then the Fair Market Value for such day shall be determined in good faith by the Committee on the basis of such quotations and other considerations as 
the Committee deems appropnnte. 

'I Incenrive Plan " means the Liberty Media Corporalion 20W Incentive Plan (As Amended and Restated Effective April 19,2004) and any other stock option or incentive plan 
assumed by LMC pursuant to which any Participant holds an outstanding LMC Award as of the Record Date. Depending on the context, "Incentive Plnn" shall mean all of such 
plans or n particulnr one of such plans. 

" LMC " means Liberty Media Corporation, R Delaware corporation 

" LMC Awnrd I' means ( I )  an unexercised and unexpired option to purchase LMC Common Stock, (2) an LMC SAR or (3) an unvested award of restricted shares of LMC 
Common Stock. 

" U 4 C  Conmifree " means the Incentive Plan Committee of the Board of Directors of LMC. 

" LMC Coninzon Stock " means each or any (as the context may require) series of LMC's common stock. 

'I ,!&IC Copx-ate Holder 'I means an individual who, as of Record Date, is (1) an LMC employee or (2) a member of the Board of Directors of LMC. The Committee may, in 
its discretion, determine that (i) an individual who does not meet any of the foregoing criteria should be classified as an LMC Corporate Holder or (ii) an individual who othenvise 
would qualify as an LMC Corporate Holder, should not be classified as such. 

I' LMC SAR " means a stack appreciation right with respect to any series of LMC Common Stock 

" N m d q  " means The NASDAQ Stock Market 

" Option " means an option to purchase Common Stock, granted by the Company to n Psrticipnnt pursumt to Section 6.1 of the Plan. 



" Parriciponr means a person who is an LMC Corporate Holder and who, as of the Record Date, holds an outstanding LMC Award. 

" Person " mems an individuel, corporation, limited liability wmpany, partnership, trust, incorporated or unincorporated association, joint venture or other entity of any kind. 

" Plan I' means the Discovery Holding Company Transitional Stock Adjustment Plan, as set forth herein and as from time to time amended 

RecordDnre "means 5:OO p.m., New York City time, on July 15.2005. 

" ResrricredStock Award '' means an award of restricted shares of Common Stock, granted by the Company to a Participant pursunnt to Section 5.1 

" Stock Incentives 'I refers collectively to Restricted Stock Awards and Options. 

" Sirbsidinry " of a Person means any present or future subsidialy (as defined in Section 4 2 4 0  of the Code) of such Person or any business entity in which such Person owns, 
directly or indirectly, SO% or more of the voting, capital or profits interests. An entiti shall be deemed a subsidiam of a Person for purposes of this definition only for such periods 
as the requisite ownership or control relationship is maintained. 

ARTICLE 111 
Reservation of Shnres 

The aggregate number of shares of Common Stock which may be issued under this Plan shall not exceed [ ] shares, subject to adjustment as hereinafterprovided. Any part of 
such [ 
authorized but unissued shares of Common Stock or shores of Common Stock which have been issued nnd reacquired by the Company. including shares purchased in the open mnrkel. The 
total number of shares authorized Imder this Plan shall be subject to increase or decrease in order to give effect to the adjustment provision of Section 9.3 nnd to give effect to any 
amendment adopted asprovided in Section 8.1. 

] shares may be issued pursuant to Restricted Stock Awards. The shares of Common Stock which may be granted pursuant to Stock Incentives will consist of either 

ARTICLE IV 
Participation In Plan 

4.1 Etigibitiry ro Receive SrocR (ncentives . Stock Incenlives under this Plan may he granted only to persons who are Participants. 

4.2 Panidparion Not Guarnntee of Employmenr . Nothing in this Plan or in the instrument evidencing the grant of a Stock Incentive shall in any manna be consrmed to limit in any 
way the right of the Company, LMC or any of their respective Subsidiaries to terminate a Participant's employment at any time, without regard ta the effect of such termination on my 
tights such Participant would otherwise have under the Plan or any Incentive Plan, or give any right to such a Participant to remain employed by the Company, LMC or any of their 
respective Subsidiaries in my particular position or at any particular rate of compensation. 

ARTICLE V 
Stnelt Awards 

5.1 Grant ofResrricred Stock A w a r d  

(a) Gmnr . Restricted Stock Award(s) shall be granted to each Participant who. as of the Record Date, holds an outstanding LMC Award@) consisting of unvested restricted 
shares of LMC Common Stock. 

01) Award of Slznres . Each Restricted Stock Award shall be for the same series of Common Stock as the corresponding award of restricted shares of LMC Common Stock to 
which such Restricted Stock Award relates. The number of shares of Common Stock covered by a Restricted Stock Award shall be 0.10 shares of Common Stock for each share of 
LMC Common Stock under the corresponding award of restricted shares of LMC Common Stock which such Restricted Stock Award replaces; provided, howver , no fractional 
shares of Common Stock shall be awarded under a Restricted Stock Award, and, if the foregoing adjustment results in any fractional shares, LMC will deliver cash in lieu of such 
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fractional share interest to the applicable Participant in the same manner 8s cash j, lieu of fractional share interests is paid to record holders of LMC Common Stwk in the 
Distribution. Each Restricted Stock Award and the restricted shares of Common Stock issued thereunder shall continue to he subject to all the terns and conditions of the applicable 

restrictions as may be detenined to be appmprinte hy the Commiltee. 
Incentive Plan and associated instrument under which the corresponding award of restricted shares of LMC Common Stock was made and any such terns, conditions and 
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0 (c) Lopse o/Restricfiom . The restrictions on each Restricted Stock Award shall lapse in accordance with the terms and conditions of the applicable Incentive Plan and 

associated instrument under which the corresponding award of restricted shares of LMC Common Stock was made; provided, however, that a Parficipant's employment or service 
with the Company, LMC or any of their respective Subsidiaries shall be deemed to be employment or service with the Company and LMC for all purposes under a Restricted Stock 
Award. 

(d) AwordDocumentatiov!. Restricted Stock Awards shall be evidenced in such form as the Commitlee shall approve and contain such terms and conditions as shall be 
contained therein or incorporated by way of reference to the Incentive Plan or any associated instrument gaveming the corresponding award of restricted shares nf LMC Common 
Stock, which need not be the same for all Restricted Stock Awards. 

(e) Riglits wit11 Respect to Shores . No Participant who is granted a Restricted Stock Award shall have any rights as a stockholder by v ime  of such grant until shares are 
actually issued or delivered to the Participant. 

ARTICLE VI 
Options 

6.1 GrontofOptions 

(a) Gront . Option(s) shall be granted to each Participant who, as of the Record Date, holds nn outstanding LMC Award(s) consisting of an option to purchase shares of LMC 
Common Stock or an LMC SAR. Except 8s otherwise provided in this Plan, each Option shall continue to be subject to all the terms and conditions of the applicable Incentive Plan 
and associated instrument under which the corresponding option to purchase LMC Common Stock or LMC SAR (to the extent such terms and wnditions would be applicable to the 
gront of an Option) was made and any such terms, conditions and restrictions as may be determined lo be appropriate hy the Committee. 

@) Option Slmras . Each Option shall be for the same series of Common Stock as the corresponding option for LMC Common Stock or LMC S A R  to which such Option 
relates. The number of shares of Common Stock exercisable under an Option shall be the number of shares of Common Stock that a Participant would have received in the 
Distribution if the applicable option for LMC Common Stock had been exercised immediately prior to the Record Date or, in the case of an LMC SAR, the same number of shares 
of Common Stock that would have been received in the Distribution if the LMC SAR has been an option exercised immediately prior to tbe Record Date for the number of shares of 
LMC Common Siock, subject lo the LMC SAR; provided, however, no fractional shores of Common Stock shall he awarded under an Option, and, if the conversion of nn option lo 
purchase shares of LMC Common Stock or an LMC SAR into an Option results in any fractional shares, the number of shares of Common Stack to be exercisable under an Option 
shall be rounded up lo the nearest whole number of shares. 

(0) Option Price . The purchase price per share of Common Stock under each Option shall he established by the Committee. The Option price shall be subject to adjustment 
in accordance with the provisions of Section 9.3 hereof. 

(d) Option Docrimenrotion . Options shall be evidenced in such f o n  as the Committee shall approve and contain such terms and conditions as shall be contained therein or 
incorporated by way of reference to the Incentive Plan or any associated instrument governing the corresponding option to purchase LMC Common Stock or LMC S4R (to the 
extent such terms and conditions would he applicable lo the grant of an Option), which need not be the same for all Options. 

6.2 Exercise onrlior Terminorion of Options 

(n) Tenrn ofoption . Options granted under this Plnn may be exercised at the same time nnd in the same manner as the corresponding option to purchase LMC Common 
Stock or LMC SAR (to the extent applicable to the grant of an Option). Options granted under this Plan shall expire at the same time and in the same manner as the comsponding 
option to purchase LMC Common Stack or LMC SAR (to the extent applicable to the grant of an Option), as provided in the applicable Incentive Plan and any associated 
instrument governing such option to purchase LMC Common Stock or LMC S A R ;  provided, however, that a Participant's employment or service with the Company, LMC or any of 
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(b) P q n m t  on Erercise , No shares of Common Stock shall be issued on the exercise of nn Option unless paid for in full at the time of purchase Payment for shsres of 0 

0; r 
Common Stock purchased upon the exercise of an Option and any amounts required under Section 9.4 shall be determined by the Committee and may consist of (i) cash, (ii) check, 
(iii) promissory note (subject to applicable lew), (iv) whole shares of any series of Common Stock, (v) the withholding of shares of the applicable series of Common Stock issuable 
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L3 upon such exercise of the Option, (vi) the delivery, together with a properly executed exercise notice, of irrevocable instructions to a broker to deliver promptly to the Company the 

amount of sale or loan proceeds required to pay the purchase price, or (vii) any combination of the foregoing methods of payment, or such other consideration and method of 
payment as may be permitted for the issuance of shares under the Delaware General Corporation Law. The permitted method or methods of payment of the amounts payable upon 
exercise of an Option, if other than in cash, shnll be set farth in the applicable Option agreement nnd may be subject to such conditions as the Committee deems nppropriate. 

(c) Ihhie ofS1illmes . Unless otherwise determined by the Committee and provided in the applicable Option agreement, shares of any series of Common Stock delivered in 
payment of all or any pan of the amounts payable in connection with the exercise of an Option, and shares of any series of Common Stock withheld for such pnyment, shall be 
valued for such purpose at their Fair Madiet Value as of the exercise date. 

(d) Is.ruonce ofSlm-es . The Company shall effect the transfer of the shsres of Common Stock purchased under the Option as soon as practicable after the exercise thereof and 
payment in full of the purchase price therefor and of any amounts required by Section 9.4, and within a reasonable time thereafter, such transfer shall be evidenced on the books of 
the Company. Unless othenvise determined by the Committee and provided in the applicable Option agreement. (i) no Participant or other person exercising an Option shall have 
any of the rights of a stockholder of the Company with respect to shares of Common Stock subject to an Option granted under the Plan until due exercise and full pnyment has been 
made, and (ii) no adjustment shnll be made for cash dividends or other rights for which the record date is prior to the date of such due exercise and full payment. 

ARTICLE Vll  
Administration of Plan 

7.1 The Committee . This Plan shall be administered solely by the Compensation Committee of the Board or such other committee of the Board as the Board shall designate to 
administer the Plan. A majority of the Committee shall constilute a quorum thereof and the actions of a majority of the Committee at a meeting at which a quorum is present, or actions 
unanimously approved in writing by all members of the Committee, shall be the actions of the Committee. Vacancies occurring on the Committee shall be filled by the Board. The 
Committee shall have full and final authority to interpret this Plan and any instruments evidencing Stock Incentives granted hereunder, to prescribe, amend and rescind mles and 
regulations, if any, relating to this Plan and to make all determinations necessary or advisable for the administration of this Plan. The Cammiltee's determination in all rnsuers referred to 
herein shnll k conclusive and binding far all purposes and upon a11 persons including, but without limitation, the Company, LMC, lhe shareholders of the Company, the shareholders of 
LMC, the Committee and each of the members thereof, and the Participants, and their respective successors in interest. The Committee may delegate any of its rights, powers and duties to 
any one or more of its members. or to any other person, by written action as provided herein, acknowledged in writing by the delegate or delegates, except that the Committee may not 
delegate to any person the authority to grant Stock Incentives to, or take other action with respect to, Participants who are subject to Section 16 of the Exchange Act. Such delegation may 
include, without limitation. the power to execute any documents on behalf of the Committee. 

7.2 Linbiliy ofCommirree . No member of the Committee shall be liable for any oction or determination made or tnken by him or the Commiflee in good faith with respect to the 
Plan. The Comminee shall have the power to engage outside consultants, auditors or other professionals to assist in the fulfillment of the Committee's duties under this Plen at the 
Compsny's expense. 

1.3 Detemiinarions of rhe Committee , The Committee may, in its sole discretion, wsive nny provisions of nny Stock Incentive, provided such waiver is not inconsistent with the 
terms of the applicable Incentive Plan, any associated instrument or this Plan as then in effect. 

ARTICLE VIII 
Amendment md Termination of Plan 

8.1 Amendmenr, hfodjicarion, Stispension or Terninorion . The Board may from time to time amend, modify. suspend or terminate the Plan for the pulpose of meeting or addressing 
any changes in legal requirements or for any other purpose permitted by law except that (i) subject to Section 9.6, no amendment or alteration that would impair the rights of any Participant 
under any Stock Incentive swarded to such Padicipant shall be made without such Participant's consent and (ii) no amendment or alteration shall be effective prior to approval by the 
Company's shareholders to the extent such approval is then required pursuant to applicable legal requirements or the applicable requirements of the securities exchange on which the 
Company's Common Stock is listed. With the consent of the Participnnt, or as otherwise permitted under Section 9.6, and subject to the terms and conditions of the Plon, the Committee 



may amend outstanding Stock Incentive agreements with any Participant, including any amendment which would (i) accelerate the time or times at which the Stock Incentive may be 
exercised andor (ii) extend the scheduled expiration date of the Stock Incentive. 
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8.2 Terminalion . The Board may at any time terminate this Plan as of any date specified in B resolution adopted by the Board. If not earlier terminated, this Plan shall terminate on - 
the last date that any Option granted hereunder may be exercised or any restriction applicable to a Restricted Stock Award granted hereunder has lapsed, whichever occurs later. 

I 
0 

ARTICLE M 
Miscellaneous Provisions 

9.1 Excli~sio,ifrora Pension and Projr-Simring Compurariori . By acceptance of a Stock Incentive, unless otherwise provided in the applicable Stock Incentive agreement, each 
Participant shall be deemed to have agreed that such Stock Incentive is special incentive compensation that will not be taken into account, in any manner, as salary, compensation or bonus 
in determining the amount of any payment under my  pension, retirement or other employee benefit plan, program or policy of the Company or any Suhsidinry of the Company. In addition, 
each beneficialy of a deceased Participant shall be deemed to have agreed that such Stock Incentive will not affect the amount of any life insurance coverage. if any, provided by the 
Company on the life of the Participant which ispayable to such beneficiary under my life insurance plan covering employees of the Company or any Subsidiary of the Company. 

9.2 Governmenr and Other Regrrlarions . The obligation of the Company with respect to Stock Incentives shall be subject to all applicable laws, mles and regulations and such 
approvals by any govemmentol agencies os may he required, including the effectiveness of any registration statement required under the Securities Act of 1933, and the NICS and 
regulations of any securities exchange or association on which the Common Stock may be listed or quoted. For so long as any series of Common Stock is registered under the Exchange 
Act, the Company SIIRII use itsreasonable efforts to comply with my legal requirements (i) to maintain a registration statement in effect under the Securities Act of 1933 with respect to all 
shares of the applicable series of Common Stock that may be issued to Participants under the Plan and (ii) to file in a timely manner all repods required to he filed by it under the Exchange 
Act. 

9.3 Adjiistmenls 

(a) If the Company subdivides its outstanding shares of any series of Common Stock into a greater number of shares of such series of Common Stock (by stock dividend, 
stock split, reclassificntian, or othenvise) or combines its outstanding shnres of any series of Common Stock into n smaller number of shares of such series of Common Stock (by 
reverse stock split, reclassification, or otherwise) or if the Committee determines that any stock dividend, extraordinary cash dividend, reclassification. recapitalization, 
reorganization, split-up, spin-off, combination, exchange of shares, warrants or rights offering to purchase such series of Common Stock or other similar corporate event (including 
mergers or consolidations other than those which constitute Approved Transactions, adjustmenfs with respect to which shell be governed by Section 9.3@)) affects any series of 
Common Stock so that an adjustment is required to preserve the benefits or potential benefits intended to he made available under the Plan, then the Committee, in its sole discretion 
and in such manner as the Committee may deem equitable and appropriate, may make such adjustments to any or all of (i) the number and kind of shares of stock subject to 
outstanding Stock Incentives, and (ii) the purchase or exercise price with respect to any of the foregoing, provided however, that the number of shares subject to any Stock Incentive 
shall always be a whole number. Notwithstanding the foregoing, if all shares of any series of Common Stock are redeemed, then each outstanding Stock Incentive shall be adjusted 
to suhstitute for the shares of such series of Common Stock subject thereto the land and amount of cash, securities or other ossets issued or paid in the redemption of the equivalent 
number of shares of such series of Common Stock and othenvise the terms of such Stock Incentive, including, in the case of Options or similar rights. the aggregate exercise price, 
shall remain constant before and after the substitution (unless otherwise determined by the Committee and provided in the applicable Stock Incentive agreement). The Committee 
may, if deemed appropriate, provide for a cash payment of a Stock Incentive to a Participant in connection with any adjustment made pursuant to this Section 9.3(a) 

(b) Appmved Transactions; Board Change; Conrrol hrrcbase , In the event of nny Approved Transaction, Board Chenge or Control Purchase, notwithstnnding any contrary 
waiting period, installment period, vesting schedule or restriction period in any Stock Incentive agreement or in the Plan, unless the applicable Stock Incentive agreement provides 
otherwise: (i) in the care of an Option, each such outstanding Option granted under the Plan shall become exercisable in full in respect of the aggregate number of shares covered 
thereby; and (ii) in the case of Common Stock awarded under a Restricted Stock Award, any restriction period applicable to each such Common Stock shall be deemed to have 
expired and all such Common Stock shall become vested. Notwithstanding the foregoing, unless otherwise provided in the applicable Stock Incentive agreement, the Committee 
may, in its discretion, determine that any or all outstanding Stock Incentives of any or all types granted pursuant to the Plan will not vest or become exercisable on an accelerated 
basis in connection with an Approved Transaction if effective provision has been made for the taking of such action which, in the opinion of the Committee, is equitable and 
appropriate to substitute a new Stock Incentive or to assume such Stock Incentive nnd to mnke such new or assumed Stock Incentive, ns nearly as may be prncticable, equivalent to 
the old Stock Incentive (before giving effect to any accelention of the vesting or exercisability thereon, taking into nccount, to the extent applicable, the kind and nmount of 
securities, cash or other assets into or far which the applicable series of Common Stock may be changed, converted or exchanged in connection with the Approved Transaction. 
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9.4 IVititlzholding of Tares . The Company’s obligation to deliver shares of Common Stock or pay cash in respect of any Stock Incentives under the Plan shall be subject to applicable 
federal, state and local tax withholding requirements. Federal, state and local withholding tax due upon the exercise of any Option or upon the vesting of, or expiration of restrictions with 

the Participant or through the withholding of shores othenvise issuable lQ such Porticipunt, upon such terns and conditions (including the conditions referenced in Section 6.2) as the 
Committee shall determine. If the Participant shall fail to pay, or make arrangements satisfactory to the Committee for the payment of, all such federal, state and loco1 tnxes required to be 
withheld with respect to a Stock Incentive, then the Company shall, to the extent permitted by law, have the right to deduct from any payment of any kind othenvise due to such Participant 
an amount equal to any federal, state or local taxes of any kind required to be withheld with respect to such Stock Incentive. 

respect to Common Stock granted under Restricted Stock Awards, may, in the discretion of the Committee, be paid in shares of the applicable series of Common Stock already owned by - 

9.5 
excise taxes on the Participant under Section 4999 of the Code or the disallowance of a deduction to the Company pursuant to Section 280G of the Code) are specifically incorporated by 
this reference. 

9.6 

Restrictions on Benefit.  Notwithstanding any provision of this Plan to the contrnry, the provisions of any Incentive Plan concerning restrictions on benefits (in order to avoid 

Section 409A. Notwithstanding any provision in this Plan or the Incentive Plan to the contrary, if any Plan or Incentive Plan provision or any Stock Incentive thereunder would 
result in the imposition of an additional tax under Code Section 409A and related regulations nnd United States Department of the Treasury pronouncements (“Section 409A),  that Plan or 
Incentive Plan provision andfor that Stock Incentive will be reformed to avoid imposition of the applicable tax and no action taken to comply with Section 409A shall be deemed to 
adversely affect the Participant’s right to a Stock Incentive or require the consent of the Participant. 

N WITNESS WHEREOF, this document has been executed effective as of the Record Date. 

DISCOVERY HOLDING COMPANY 

By: 
Name: 
Title: 

QuickLinks 

FORM OF DISCOVERY HOLDING COMPANY TRANSITIONAL STOCK ADJUSTMENT PLAN 
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Exhibit 10.14 - 

INDEMNIFICATION AGREEMENT 

This AGREEMENT is made and entered into this [ ] day of [ 1.2005, by and between Discovery Holding Company, a Delaware corporation (the "Company"). and 
] (the "Indemnitee"). 

WHEREAS, it is essential to the Company and its mission to retain and attract RS officers and directors the most capnble persons available; 

WHEREAS, the Company has asked Indemnitee to serve as a(n) [oficer]/[director] of the Company; 

WHEREAS, bath the Company and Indemnitee recognize the omnipresent risk of litigation and other claims that are routinely asserted against officers and directon of companies 
operating in the public arena in the current environment, and the attendant costs of defending even wholly frivolous claims; 

WHEREAS, it has become increasingly difficult to obtain insurance against the risk of personal liability of officers and directors on terms providing reasonable protection to the 
individual at reasonable cost to the companies: 

WHEREAS, the certificate of incorporation and Bylaws of the Company provide certain indemnification rights to the officers and directors of the Company, as provided hy Delaware 
law; 

WIIEREAS, to induce Indemnitee to become a(n) [officer]/[director] of the Company, in recognition of Indemnitee's need for substantial protection against personal liability in order 
to enhance Indemnitee's continued service to the Company in an effective manner, the increasing difficulty in obtaining and maintaining satisfactory insurance coverage, and Indemnitee's 
reliance on assurance of indemnification, the Company wishes to provide in this Agreement for the indemnification of and the advancing of expenses to Indemnitee to the fullest extent 
permitted hy Inw (whether partial or complete) and as set forth in this Agreement, nnd, to the extent insurance is maintained, for the continued coverage of Indemnitee under the Company's 
directors' and officers' liability insurance policies; 

NOW, THEREFORE, in consideration of the premises, the mutual covenants and agreements contained herein and Indemnitee's continuing to serve as an officer of the Company, the 
parties hereto agree as follows: 

I .  Cerfain DeJnifionr : 

(a) Chonge in Conrml : shall he deemed to have occurred if (1) any "person" (as such term is used in Sections 13(d) and 14(d) of the Securities Exchange Act of 
1934, as amended), other than a trustee or other fiduciary holding securities under an employee benefit plan of the Company or a corporation owned directly or indirectly by 
the stockholden of the Company in substantially the same proportions as their ownership of stock of the Company, is or becomes lhe "beneficial owner" (as defined in 
Rule 13d-3 under such Act), directly or indirectly, of securities of the Company representing 20% or more of the total voting power represented by the Company's then 
outstanding Voting Securities, or (ii) during any period of two consecutive years, individuals who at the beginning of such period constitute the Board of Directors of the 
Company and any new director whose election by the Board of Directors or nomination for election by the Company's stockholders was approved by a vote of at least two- 
thirds (66 I 3  %) of the directors then still in office who either were directors at the beginning of the period or whose election or nomination for election was previously so 
approved, cease for any reason to constitute a majority thereof, or (iii) the stockholders of the Company approve a merger or consolidation of the Company with any other 
corporation, other than R merger or consolidation which would result in the Voting Securities of the Company outstanding immediately prior thereto continuing to represent 
(either by remaining outstanding or by being converted into Voting Securities of the surviving entity) at least 80% of the total voting power represented by the Voting 
Securities of the Company or such surviving entity outstanding immediately after such merger or consolidation, or the stockholders of the Company approve a plan of 
complete liquidation of the Company or an agreement for the sale or disposition by the Company of (in one transactlon or a series of transactions) all or substantially all the 
Compnny's assets. 



(h) CIoim : any threatened, pending or completed action, suit or proceeding, whether instituted by the Company or any other party, or any inquily or investigation 
that Indemnitee in good faith believes might lead to the institution of any such action, suit or procee&ng, whether civil (including intentional and unintentional tort claims), 
criminal, administrative, investigative or other. 

(c) Expenses : include attomeys'fees and all other costs, expenses and obligations paid or incurred in connection with investigating, defending, being a witness in or 
participating in (including on appeal), or preparing to defend, be a witness in or participate in, any Claim relating to any Indemnifiable Event. 

(d) Indernnifioble Event : any event or occurrence related to the fact that Indemnitee is or was a director, officer, employee, agent or fiduciary of the Company, or is 
or was serving at the request of the Company as a director, officer, employee, trustee, agent or fiduciary of another corporation, partnership, joint venture, employee benefit 
plan, trust or other enterprise, or by reason of anything done or not done by Indemnitee in any such capacity. 

(e) Independent Legal Cozrnsel : an altomey or firm of nttomeys, selected in accordance with the provisions of Section 3, who shall not have otbenvise pelformed 
services for the Company or Indemnitee within the last five years (other than with respect to matters wnceming the rights of Indemnitee under this Agreement, or of other 
indemnitees under similar indemnification agreements). 

(fj Reviewing Pmp : any appropriate person or body consisting of a member or members of the Company's Board of Directors or any other p m n  or body 
appointed by tbe Company's Board of Directors who is not B party to the particular Clnim for which Indemnitee is seeking indemnification, or Independent Legnl Counsel. 

(6) Voting Securities : shares of any series or class of common stock or preferred stock of the Company, in each case, entitled to vote generally upon all matters that 
may be submitted to a vote of stockholders of the Company at any annual or special meeting thereof. 

2. Baric lndemnijicarion Arrangement 

(a) In the event Indemnitee was, is or becomes a party to or witness or other pnrticipnnt in, or is threatened to he made a party to or witness or other pnrticipnnt in, a 
Claim by reason of (or arising in part out 00 an Indemnifiable Event, the Company shall indemnify Indemnitee to the fullest extent permitted by law ns soon as practicable 
hut in any event no later than thirty days after written demand is presented to the Company, against any and all Expenses, judgments, fines, penalties and amounts paid in 
settlement (including all interest. assessments and other charges paid or payable in connection with or in respect of such Expenses, judgments, fines, penalties or amounts 
paid in settlement) of such Claim. If so requested by Indemnitee, the Company shall advance (within two business days of such request) any and all Expenses to Indemnitee 
as incurred (an "Expense Advance"). 

@) Notwithstanding the foregoing, (i) the obligations of the Company under Section 2(a) shall be subject to the condition that the Reviewing Party shall not have 
determined (in a e t t e n  opinion, in any case in which the Independent Legal Counsel referred to in Section 3 hereof is involved) that Indemnitee would not be permitted to 
be indemnified under applicable law, and (ii) the obligation of the Company to make an Expense Advance pursuant to Section 2(s) shall be subject to the condition that, if. 
when and to the extent that the Reviewing Party determines that Indemnitee would not be permitted to be so indemnified under applicable law, the Company shall be entitled 
to be reimbursed by Indemnitee (who hereby agrees to reimburse the Company) for all such amounts theretofore paid; provided, however, that if Indemnitee has commenced 
or thereafter commences legal proceedings in u court of competent jurisdiction lo secure a determination that Indemnitee should be indemnified under applicable law, any 
determination made by the Reviewing Party that Indemnitee would not be permined to he indemnified under applicable law shall not he binding and Indemnitee shall not he 
required to reimburse the Company for my  Expense Advance until a final judicial determination is made with respect thereto (as to which all rights of appeal therefrom have 
been exhausted or lapsed). If there has not been a Change in Control, the Reviewing Party shall be selected by the Board of Directors, and if there has been such a Change in 
Control (other than a Change in Control which has been approved by a majority of the Company's Board of Directors who were directors immediately prior to such Change 
in Control), the Reviewing Party shall be the Independent Legal Counsel referred to in Section 3 hereof. If there has been no determination by the Reviewing Party or if the 
Reviewing Pnrty determines that Indemnitee substantively would not he permitted to he indemnified in whole or in part under applicable law, Indemnitee shall have the right 
to commene litigation in any court in Delaware having subject matter jurisdiction thereof and in which venue is proper seeking an initial determination by the court or 
challenging any such determination hy the Reviewing Party or any aspect thereof, including the legal or factual bases therefor, and the Company hereby consents to service 
of process and agrees to appear in any such proceeding. Any determination by the Reviewing Party otherwise shall be conclusive and binding on the Company and 
Indemnitee 

Change in Conrrvl , 3. The Company agrees that if there is n Change in Control of the Company (other than a Change in Control which has been approved by a majority of the 
Compnny's Board of Directors who were directors immedintely prior to such Change in Control) then with respect 10 all matters thereofler arising concerning the rights of Indemnitee to 
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indemnity payments and Expense Advances under this Agreement or my other agreement or Company Bylaw or charter provision now or hereafter in effect relating to Claims for 
Indemnifiable Events, the Company shall seek legal advice only from Independent Legal Counsel selected by Indemnitee and approved by the Company (which approval shall not be 

to be indemnified under applicable law. The Company agrees to pay the reasonable fees of the Independent Legal Counsel referred to above and to fully indemnify such counsel against any 
and all expenses (including attorneys' fees), claims, liabilities and damages arising out of or relating to this Agreement or its engagement pursuant hereto. 
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unreasonably withheld). Such counsel, among other things, shall render its written opinion to the Company and Indemnitee as to whether and to what extent Indemnitee would he permitted - 
I 
0 4. Ii,deemnijiearioit jorAddiriona1 Erperi~es . The Company shall indemnify Indemnitee against any and all expenses (including attorneys' fees) and. if requested by Indemnitee, 

shall (within two business days of such request) advance such expenses to Indemnitee, which are incurred by Indemnitee in connection with any action brought by Indemnitee (whether 
pursunnt to Section 17 of this Agreement or otherwise) for (i) indemnification 01 advance payment of Expenses by the Company under this Agreement or any other agreement or Company 
Bylaw or charter provision now or hereafter in effect relating to Claims for Indemnrfiable Events or (ii) recovery under any diiEctors' and officed liability insurnnce policies maintained by 
the Company, to the fullest extent permitted by law, regaidless of whether Indemnitee ultimately is determined to be entitled to such indemnification, advance expense payment or 
insurance recovely, as the case may he. 

Porrial Indentnity . 5 .  If Indemnitee is entitled under any provision of this Agreement to indemnification hy the Company for some or a portion of the Expenses, judgments, fines, 
penalties and amounts paid in settlement of a Claim but not, however, for all of the total amount thereof, the Company shall nevertheless indemnify Indemnitee for the portion thereof to 
which Indemnitee is entitled. Moreover, notwithstanding any other provision of this Agreement, to the extent that Indemnitee has hem successful on the merits or otherwise in defense of 
any or all Claims relating in whole or in part to an Indemnifiable Event or in defense of any issue or matter therein, including dismissal without prejudice, Indemnitee shall be indemnified 
against all Expenses incumed in connection therewith. 

6 .  Btirden ofProof. In connection with nny determination by theReviewing Pmty or otherwise RS to whether Indemnitee is entitled to be indemnified hereunder, the burden of 
pmof shall be on the Company to establish that Indemnitee is not so entitled. 

7. No Presimprions , For purposes of this Agreement, the termination of any claim. action, suit or proceeding, by judgment, order, settlement (whether with or without court 
approval) or conviction, or upon n plea of nolo contendere, or its equivalent, shnll not create a presumption that Indemnitee did not meet any porticular standnrd of conduct or have any 
particular helief or that a court has determined that indemnification is not permitted by applicable law. In addition, neither the failure of the Reviewing P a m  to have made a determination 
as to whether Indemnitee has met any particular standard of conduct or had any particular belief, nor an actual determination by the Reviewing Party that Indemnitee has not met such 
standard of conduct or did not have such belief, prior io the commencement of legal proceedings by Indemnitee to secure a judicial determination that Indemnitee should be indemnified 
under applicable law shall be a defense to Indemnitee's claim or create a presumption that Indemnitee has not met any particular standard of conduct or did not have any particular belief. 

R. Nonexchaivily: Suhseqaenl Change in Low , The rights of the Indemnitee hereunder shall  be in addition to any other rights Indemnitee may have under the Company's Bylaws 
or certificate of incorporation or under Delaware lnw, or otherwise. To the extent that a change in Delaware law (whether by statute or judicial decision) permits greater indemnification by 
agreement than would be afforded currently under the Company's Bylaws and certificate of incorporation and this Agreement, it is the intent of the parties hereto that Indemnitee s h ~ l l  enjoy 
by this Agreement the greater benefits so afforded by such change. 

9. Liabiliv bisirrnnce . To the extent the Company maintains an insurance policy or policies providing directors' and officers' liability insurance, Indemnitee shnll be covered by 
such policy or policies, in accordance with its or their terms, to the maximum extent of the coverage available for any Company director or officer. 

10. 
any of the provisions of this Agreement shall be deemed or shnll constitute a waiver of any other provisions hereof (whether or not similar) nor shnll such waiver constitute a continuing 
waiver. 

I I ,  

Alnendmenrr: Waiver . No supplement, modification or amendment of this Agreement shall be binding unless executed in writing by both of the parties hereto. No waiver of 

Subrogarim . In the e x n t  of payment under this Agreement, the Company shall be subrogated to the extent of such payment to all of the rights of recovery of Indemnitee, who 
shall execute all pnpers required and shall do everything that may be necessary to secure such rights, including the execution of such documents necessary to enable the Company 
effectively to bring suit to enforce such rights. 

12. NoDuplicafion qfPqnnenrs . The Company shall not be liable under this Agreement to make any payment in connection with any Claim made against Indemnitee to the 
extent Indemnitee has otherwise actually received payment (under any insurance policy, Bylaw or olhenuise) of the amounts otherwise indemnlfiable hereunder. 

13. Bindin,c Efeecr, This Agreement shall be binding upon and inure to the benefit of and be enforceable by the parties hereto and their respective successors (including any direct 
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or indirect successor by purchase, merger, consolidation or otherwise to all or substantially all of the business or assets of the Company), assigns, spouses, heirs, executors and pemnal and 
legal representatives. This Agreement shall continue in effcct regardless of whether Indemnitee continues to serve as an officer of the Company or of any other enterprise at the Company's 

Severobiliry . The provisions of this Agreement shall be severable in the event that any of the provisions hereof (including any provision within a single section, paragraph or 
sentence) is held by a court of competent jurisdiction to be invalid, void or othenvise unenforceable in any respect, and the validity and enforceability of any such provlsion in every other 

request. 

14. 
- 
0 respect and of the remainingprovisions hereof shall not be in any way impaired and shall remain enforceable to the fullest extent permitted by law. 

IS. 

16. 

Effeeclive Date . 

GovemingLaw . 

nlis Agreement shall he effective as of the date hereof and shall apply to any claim for indemnification by the Indemnitee on or after such date. 

This Agreement shall be governed by and construed and enforced in accordance with the laws ofthe State of Delaware applicable to contracts made and to be 
performed in such state without giving effect to the principles of conflicts of lows. 

17. Injunctive Relief,  The parties hereto agree that Indemnitee may enforce this Agreement by seeking specific performance hereof, without any necessity of showing irreparable 
harm or posting a bond, which requirements are hereby waived, and that by seeking specific performance, Indemnitee shall not be precluded from seeking or obtaining any other relief to 
which he may be entitled. 

IN WITNESS W€lEEOI;', the parties hereto have executed this Agreement as of the date set forth above. 

DISCOVERY HOLDING COMPANY 

By: 

INDEMNITEE 
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Exhibit 99.1 

We are currently a subsidiary of Liberty Media Corporation, which we refer to as "LMC." Our assets and businesses consist of 100% of Ascent Media Group, Inc. and LMC's 50% 
ownership interest in Discovery Communicntions, Inc. LMC has determined to spin off our wmpany by distributing to LMC's shareholders, as a dividend, all of our common stock. 

For each share of LMC Series A common stock or LMC Series B common stock held by you as of 5:OO p.m., New York City time, on July 15,2005, the record date for the 
distribution, you will receive 0.10 of a share of the same series of our common stock. If as a result of the foregoing ratio you would be entitled to a fraction of a share of our common stock, 
you will receive cash in lieu of a fractional share interest. We expect the shares of our common stock to be distributed by LMC to you on or about July 21,2005, which we refer to as the 
distribution dste. 

No vote of LMC's shareholders is required in connection with the spin off, No action is required of you to receive your shares of our common stock 

There is no current trading market for our common stock. We have applied to list our Series A common stock and Series B common stock on the Nnsdaq National Morket under the 
symbols "DISCA" and "DISCB," respectively, on the distribution date. On July 8,2005, iuhen-issued trading in our Series A common stock commenced on the OTC Bulletin Board under 
the symbol "DCHAV." 

In reviewing this information statement, yon should carefully consider the matters described under the caption "Risk Factors" beginning on 
page 5. 

Neither the Securities and Exchange Commission nor any state securities cornmiasion has appmved or disapproved these securitiea or determined if this information 
sfafement is iruthful or complete. Any repreaentetinn to the contrary is a criminal offense. 

The date of this information statement 1s July 11, 2005 
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SUMMARY 

Our Company 

0 
0 
0 
0 

We are currently a subsidiary of LMC, and our assets and businesses consist of 100% of Ascent Media Gmup, Inc., which we consolidate, and LMC's 50% interest in Discovery 
Communications, Inc. which we account for using the equity method of accounting. Prior to the spin off, LMC will transfer $200 million in cash to a subsidiary of our company. Following 
the spin off, we will be an independent publicly traded company, and LMC will not retain any ownership interest in us. In connection with the spin off, we and LMC are entering into 
certain agreements pursuant to which we will obtain certain management and other services, and we and LMC will indemnify each other against certain liabilities that may arise from our 
respective businesses. See "Certain Inter-Company Agreements." 

Ascent Media Group, Inc., which we refer to as Ascent Media, is a wholly owned subsidiary of aurs. As palt of its intemnl resbcturing to effect the spin off, LMC intends to wnvert 
Ascent Media to a Delaware limited liability company. Ascent Media provides creative, media management and network services to the media and entertainment industries. Its clients 
include major motion picture studios, independent producers, broadcast networks, cable programming networks, advertising agencies and other companies that produce, own andlor 
distribute entertainment, news, sports, corporate, educational, industrial and advertising content. 

Discovery Communications, Inc., which we refer to ns Discovery, is a global media and entertainment company whose operations are organized into three business units: Discovery 
networks U.S., Discovery international networks and Discovery commerce, education and other. Through one of our subsidiaries, we own 50% of Discovery. Discovery has grown from its 
core property, Discovely Channel, to current global operations in over 160 countries with over I billion total cumulative subscription units. As used in this document, the term "subscription 
units" means, for each separate network or other programming service that we offer, the number of television households that are able to receive that network or programming service from 
their cable, satellite or other television provider, and the term "cumulative subscription units" refers to the sum of such figures for multiple networks andlor programming services, 
including: ( I )  multiple networks received in the same household, (2) subscription units for joint venture networks, (3) subscription units for branded programming blocks, which are 
generally provided without charge, and (4) households thnt receive Discovery programming networks from pay-television providers without charge pursuant io various pricing plans that 
include free periods andlor free camnge. Discovery produces original progromming and ocquires content from numerous producers worldwide thnt is tailored to the specific needs of 
viewers around the globe. Discovery has 21 network entertainment hands, including Discovery Channel, TLC, Animal Planet, Travel Channel, Discovery Health Channel, Discovery Kids 
and R family ofdigital channels. Diswvery's networks are camed by the largest cable television snd satellite distributors in theunited States and abroad. Discovery also distributes BBC 
America to cable and satellite operators in the United States. 

When we refer to "our businesses" in this information statement, we are refemng to the businesses of Ascent Media and Discovny and their subsidiaries and equity affiliates 

Our principal executive offices are located at 12300 Liberty Boulevard, Englewood, Colorado 80 112. Our main telephone number is (720) 875-4000 

The Spin Off 

The following is a brief summary of the terms of the spin off. Please see "The Spin Off' for a more detailed description of the matters described below 
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U'hai is the spin o n  

In the spin off, LMC will distribute to its shareholders all of the shares of our common stock that it owns. Pollowing ihe spin off, we will be a separate company from LMC, and 
LMC will not have any ownership interest in us. The number of shares of LMC common stock you own will not change as a result of the spin off. 

Whnf is being disiribuied in the spin offc 

Approximately 268 million shares of our Series A common stock and 12 million shares of our Series B common stock will be distributed in the spin off, based upan the number of 
shares of LMC Series A common stock and LMC Series B common stock outstanding on April 29,2005. The shares of our common stock ta be distributed by LMC will constitute 
all of the issued and outstanding shares of our common stock immediately aAer the distribution. 

whni is the record ilde for  the spin offr 

The record date is July 15, 2005, and record ownership will be determined as of 900 p.m., New York City time, on that date. When we refer to the "record date,' we are referring to 
the foregoing time and date. 

What will I receive m the spin of/? 

Holders of LMC Series A common stock will receive a dividend of 0.10 of a share of our Series A common stock for each share of LMC Series A common stock held by them on 
the record date, and holders of LMC Series B common stock will receive a dividend of 0.10 of a share of our Series B common stock for every share of LMC Series B common 
stock held by them on the record date. At the time of the spin off, each share of our Series A common stock and our Series B common stock will have attached to it one preferred 
share purchase right of the corresponding series, as more fully described in this information statement. See "Description of Our Capital Stock-Shareholder Rights Plan." 

Whm ir ihe reason for the spin o fn  

The potential benefits considered by LMC's board of directors in making the determination to consummate the spin off included the following: 

enhancing the ability of LMC to issue equity and equity-linked securities, by reducing the perceived discount from net asset value reflected in the trading prices of LMC's 
common stock, and 

enabling investors to invest more directly in our interest in Discovery, thereby facilitating our ability to raise capital and pursue ecquisitions using our securities as 
consideration. 

- 
See "The Spin Off-Reasons forthe Spin Off." 

Whnf do I have to do toparfieipafe in the spin offr 

Nothing. Shareholders of LMC on the record date for the spin off are not required to pay any cash or deliver any other consideration, including any shares of LMC common stock, 
far the shares of our common stock distributable to them in the spin off. 

How Nill LMC distribute rhores of Discovery Holding common stock to me? 

Holders of shares of either series of LMC common stock on the record date will receive shares of the same series of our common stock in the same form, certificated or book entry, 
as the form in which the recipient shareholder held its shares of LMC common stock on the record date. 
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If I sell, before the distribution dnte, shores of LMC common stock thnt I held on the record date, am I still entitled to receive shares ofDiscovery Holding common stock 
disiribninble with respect to the shores of LMC eommm stork Isold? 

d No. No ex-dividend market will be established in LMC wmmon stock until the distribution date. Therefore, if you own shnres of either series of LMC common stock on the record - 
2 date and thereafier sell those shares prior to the distribution date, you will also be selling the shares of our common stock that would have been distributed to you in the spin off with 

respect to the shares of LMC common stwk you sell. 

How will fractional shares be treated in the spin ofg 

If you would be entitled to receive a fractional share ofour common stock in the spin off, you will instead receive a cash payment. See "The Spin Off-Treatment of Fractional 
Shares" for an explanation of how the cash payments will be determined 

What iP ihe disiribiiiion doiefor the spin ofg 

Shares of our common stock will be distributed by the distribution agent, on behalf of LMC, on or about July 21,2005. 

Whnf are ihefederal income tax consequences to me of the spin of/7 

LMC bas obtained a private letter ruling From the IRS to the effect that the spin off will qualify as a tax-free transaction under Sections 355 and 368(a)(l)(D) of the Internal Revenue 
Code and that, accordingly, for U S .  Federal income tax purposes, no gain or loss will be recognized by, and no amount will be included in the income of, a holder of LMC common 
stock upon the receipt of shares of our common stock pursuont to the spin off, In nddition, the spin off is conditioned upon the receipt by LMC of the opinion of Skndden, Arps, 
Slate, Meagher Br Flom LLP, to similar effect. A holder of LMC common stock will generally recognize gain or loss with respect to cash received in lieu of a frnctional share of our 
common stock. 

Please see "The Spin Off-Material U.S. Federal Income Tax Consequences of the Spin O f f  and "Risk Factors-Factors Relating to the Spin Off-The spin off could result in 
significant tax liability" for more infomation regarding the private letter ruling and the tax opinion and the potential tax consequences to you of the spin off 

Does Discowry Holding infend to pay cnsh dividends? 

No. We currently intend to retain future earnings, if any, to finance the expansion of our businesses. As a result, we do not expect to pay any cash dividends in the foreseeable future. 
All decisions regarding the payment of dividends by our company will be made by our board of directors, from time to time, in accordance with applicable law. 

Where will Discovery Holding common stock trade? 

Currently, there is no public market for our wmmon stock. We have applied 10 list our Series A common stock and Series B common stock on the Nasdaq National Market under 
the symbols "DISCA" and "DISCB," respectively. 

On July 8, ZOOS, when-issued trnding in our Series A cmnmon stock commenced on the OTC Bulletin Board under the symbol "DCHAV." As of the dnte hereof, there nre no plans 
for our Series B common stock io trade on a when-issued basis, however, B when-issued trading market in our Series B wmmon stock may commence between the record date and 
the distribution date. When-issued trading of our common stock, in the context of the spin off, refen to a transaction effected before the distribution date and made conditionally 
because the securities of the spun off entity have not yet been distributed. When-issued trades ~enerally settle within two days after the 
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distribution date. On the distribution date, any when-issued trading in respect of our common stock will end and regular way trading will begin. Regular way trading refers to trading 
after the security has been distributed and typically involves a trade that settles on the third full trading day following the date of the sale transaction. We cannot predict the trnding 
prices for our common stock before or after the distribution date. 

Do I have npprnisnl rights? 

No. Holders of LMC common stock are not entitled to appraisal rights in connection with the spin off. 

who is the transfer agent for your common stock? 

- 
I 
0 

p 
A: 

Q: 

A: EquiSeNe Trust Company, N.A, 

Q: 

A EquiServe Trust Company, N.A. 

Summnry Selected Finnncinl Data 

who is the flisfribuh'on rtgenfJor the spin of/l 

The following tables present selected historical information relating to our combined financial condition and results of aperationsfor the three months ended March 31,2005 and 2004 
and for the three years ended December 3 I, 2004. ?le quarterly infomation is derived from our unaudited condensed combined financial statements, and the annual information is derived 
from our audited combined financial statements for the corresponding periods. The data should be read in conjunction with our combined financial siatements and I' Management's 
Discussion and Anolysis oJFinoncia1 Condition and Results oJOperafion8 " included elsewhere herein. 

Dwembsr 31. 

March 31, 
2005 2004 2w3 2001 

.mo~nli  in lhousmds 

Snmmnry Balance Sheet Data: 
Investment in Discovery 
Property and equipment, net 
Intangible assets, net 
Total assets 
Debt, including current portion 
Subordinated notes payable to LMC 
Parent's investment 

5 2,966,139 2,945,782 2,863,003 2,816,513 
5 261,603 258,741 257,536 300,496 
5 2,140,551 2,140,355 2,136,667 2,112,544 

5,577,710 5,564,828 5,396,627 5,373.1 50 
- - - 401,984 

s 
- - - 205,299 

$ 
s 
5 4,360,610 4,347,279 4,260,269 3,617,417 

lhrap monlhs sadsd March 31. Yenrxtndd DSember3l. 

2005 2004 1004 2003 zoo1 

amounts in thousands. 
except pr aharc a m ~ u n l i  

S~immory Stntement g/Opernlions Data: 

Operating income (loss) $ 2,877 5,914 16,935 (2,404) (61,452) 
Share ofearnings (losses) of Discovery s 22,814 10,449 84.01 1 37,271 (32,046) 
Net earnings (loss) $ 16,825 11,920 66,108 (52,394) (129,275) 
Unaudited pro forma basic and diluted net earnings (loss) per 
common share(]) 5 0.06 0.04 0.24 (0.19) (0.46) 

Revenue $ 174,290 145,943 631.21 5 506,103 539,333 



m m 
m 

( I )  Unaudited pro forms basic and diluted net earnings (loss) per common share is based on 280,001,000 common shares for the three months ended March 3 1,2005 and 2034 and 
279,996,000 common shsrer for the y e m  ended December 3 I ,  2004,2003 and 2002, which is the number of shares that would have been issued on March 3 I ,  2005 and 
Decemher 31, 2004, respectively, if the spin off had been completed on such dates. 
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8 RISK FACTORS 

A n  investment in our common stock involves risk. You should cnre$& conriderlhe risk described below, together with all o f f l ~  other in/onnation included in this infonnnfion 
statement in evaluating o w  company and o w  common stock Any offhefollowing risk.  $realized, could hove a material adverse effect on the value o / m r  common stock. 

d 

U 
Factors Relating to our Bualness 

We are a holding company, and we coirld be unable in ihe future io obtain msh in nmo:inb sufficient to service ourfinancial obligations or meet our other commitmentr. 
ability to meet our financial obligations and other contractual commitments depends upon our ability to access cash. We are a holding company, and our sources of cash include our 
nvailable cash balances, net cash from the operating activities of our subsidiaries, any dividends and interest we may receive from our investments. avdability under any credit facilities 
that we may obtain in the future and proceeds from any arset sales we may undertake in the future. We currently have no plans with respect to my credit facilities or asset sales. The ability 
of onr operating subsidiaries to pay dividends or to make other payments or advances to us depends on their individual operating results and any statutory, regulatoly or cnntractual 
restrictions to which they may be or may become subject. 

Our 

We do noi hnve access io the cash that Discovery generates from ;is operating aciivities. Discovery generated approximately $125 million, $1 84 million and $139 million of cash 
from its operations during the years ended December 3 I ,  2004. 2003 and 2002, respectively. Discovery uses the cash it generates from its operations to fund its investing activities and to 
Service its debt and other financing obligations We do not have access to the cash that Discovery generates unless Discovery declares a dividend on its capital stock payable in cash, 
redeems any or all of its outstanding shares of capital stock for cash or otherwise distributes or makes payments io its stockholders, including us. Historically, Discovery has not psid any 
dividends on its capital stock or, with limited exceptions, otherwise distributed cash to its stockholders and instead has used all of its available cash in the expansion of its business and to 
service its debt obligations. Covenants in Discovery's existing debt inshumenis also restrict the payment of dividends and cash distributions to stockholders. We expect that Discovery will 
continue to apply its available cash to the expansion of its business. We do not have sufficient voting control to cause Discovery to pay dividends or make other payments or advances to its 
stockholders, or othenvise provide us access to Discovery's cash. 

We hnve no operating history as a separate eompny upon which you can evaluate ourperformance. Although our subsidiary Ascent Media was a separate public company prior 
to June 2003 (when LMC acquired the outstanding shares of Ascent Media that it did not already own), we do not have an operating history as a Separate public company. Accordingly. 
there can be no assurance that our business strategy will be successful on a long-term basis. We may not be able to grow OUT businesses as planned and may not be profitable. 

Our histo~icaljinancialinfornrnrion may noi be representntive ofour resultr as a separoie company. The historical fmancial information included in this information statement 
may not necessarily reflect what our results of operations, financial condition and cash flows would have been had we been a separate, stand-alone entity pursuing independent strategies 
during the periods presented. 

We do noi have the righi to manage Discovery, which means iw cannof enuse Discovery to operate in a manner thai is favorable io us. Discovery is managed by its stockholders 
rather than a hoard of directors. Generally, all actions IO be taken by Discovery require the approval of the holders of a majority of Discovery's shares, however, pursuant tu a Stockholders' 
Agreement described below, the taking of certain actions (including, among other things, a merger of Discovety, or the issuance of additional shares of Discovery capital stock or approval 
of annual business plans) require the approval 
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of the holders of at least 80% of Discovery's shares. Because we do not own a majority of the outstanding equity interests of Discovery. we do not have the righl to manage the businesses 
or affairs of Discovery. Although our status as a 50% stockholder of Discovery enables us to exercise influence over the management and policies of Discovery, such status does not enable 
us to cause my actions to be taken. A subsidiary of Cox Communications, which we refer to as Cox Communications, and AdvanceNewhouse Programming Partnership, which we refer to 
as AdvanceNewhouse, each hold a 25% interest in Discovery, which ownership interest enables each such company to prevent Discovery from taking actions requiring 80% approval. 

hotions lo be taken by Discovely that require the approval of a majority of Discovery's shnres may, under certain circumstances, result in a deadlock. Because we own a 50% interest 
in Discovery and each of Cox Communications and AdvanceNewhouse own a 25% interest in Discovery, a deadlock may occur when the stockholders vote to approve an action that 
requires majority approval. Accordingly, unless either Cox Communications or AdvanceNewhouse elects to vote with us on items that require majority action, such actions may not he 
taken. Pursuant to the terms of the Stockholders' Agreement, if an action that requires approval hy a majority of Discovery's shares is approved by SO%, but not more than SO??, of the 
outstanding shares then the proposed action will be submitted to an arbitrator designated by the stockholders. Currently, the arbitrator is John Hendricks, the founder and Chairman of 
Discovery. MI. Hendricks, as arbitrator, is entitled to cast the deciding vole on matters where the stockholders have deadlocked because neither side has a majority. MI. Hendricks, 
however, is not obligated to take action to break such a deadlock. In addition, MI. Hendricks may elect to npprove actions we have opposed, if such R deadlock exists. In the event of a 
dispute among the stockholders of Discovery, the possibility of such a dendlock could have a material adverse effect on Discovery's business. 

The liquid& and value o fow inferest in Discovery muy be udwrsely ufe'eed by a SfockhoIders'Agremrent Io which we  are nparty. Our 50% interest in Discovery is subject to 
the terms of a Stockholders' A p e m e n t  among the holders of Discovery capital stock. Among other things, the Stockholders' Agreement restricts our ability to directly sell or transfer our 
interest in Discovery or to borrow against its value, These restrictions impair the liquidity of our interest in Discovery and may make it difficult for us to obtain full value for our interest in 
Discovery should such a need arise. In the event we chose to sell nll or a portion of our direct interest in Discovery, we would first have to obtain an oifer from an unnffiliated third pa@ 
and then offer to sell such interest to Cox Communications and AdvanceJNewhouse on subst~ntially the same terms as the third party had agreed to pay. 

If either Cox Communications or AdvanceNewhouse decided to sell their respective interests in Discovery. then the other of such two stockholders would have a right to acquire such 
interests on the terms set by a third party offer obtained hy the selling stockholder. If the non-selling stockholder elects not to exercise this acquisition right, then, subject to the terms of the 
Stockholders' Agreement, we would have the opportunity to acquire such interests on the terms set by a third pnriy offer obtained by the selling stockholder. We anticipate thnt the purchose 
price to acquire the interests held by Cox Communicntions or AdvancefNewhouse would be significant and could require us to obtain significant funding in order to rake sufficient funds to 
purchase one or both of their interests. This opportunity to purchase the Discovery interests held hy Cox Communications andfor AdvanceOJewhouse may arise (if at all) at a time when it 
would be difficult for us to raise the funds necessary to purchase such interests. 

LMC has had discussions from time to time with Cox Communications and AdvancelNewhouse regarding the acquisition of their interests in Discovery, including B potential 
exchange of their Discovery interests for shares of our wmmon stock. The discussions, which were preliminary in nature, did not result in any agreement, atrangement or understanding 
regarding such a transaction. Prior to the spin off, LMC and our company elected to terminate such discussions and there are no cumnt 

6 



m 
3 
9 
9 
ci r n 

2 plans to resume such discussions. We do not have the ability to require Cox Communications or AdvanceNewhouse to sell their interests in Discovery to us, nor do they have the ability to 
require us to sell our interest to them. Accordingly, the cunent governance relationships affecting Discovery may continue indefinitely. - 

Becairse we do not control the business managenienfpractices of Discovery. iw re& on Discovery for thejinnncial information that we use in aceormtingfor our ownership 

of Discovery's net income or loss. Because we do not control Discavq 's  decision-making process or business management practices, within the mesning of U.S. a m i n l i n g  rnles, we rely 
on Discovery to provide us with financial information prepared in accordance with generally accepted accounting principles, which we use in the application of the equity method. We have 
entered into an agreement with Discovery regarding the use by us of certain information regarding Discovery in connection with our financial reporting and disclosure requirements as a 
public company. See *Certain Inter-Company Agreements-Information Agreement with Discovery." However, such agreement limits the public disclosure by us of certain non-public 
information regarding Discovety (other than specified historical fiancial information), and also restricts our ability to enforce the agreement against Discovery with a lawsuit seeking 
monetary damages, in the absence of gross negligence, reckless conduct or willful misconduct on the part of Discovery. In addition, we cannot change the way in which Discovery reports 
its financial results or reqnire Discovery to change its internal controls over financial reporting. 

interest in Discovery. We account for our 50% ownership interest in Discovery using the equity method of accounting and, accordingly, in our financial statements we record our share 

We cannot be certain thot we will be successfulin integrating hasimsses w may acquire with nnr existing businesses. Our businesses may grow through acquisitions in selected 
markets. Integration of new businesses may present significant challenges, including: realizing economies of scale in programming and network operations; eliminating duplicative 
overheads, and integrating networks, financial systems and operational systems. We cannot assure you that, with respect to any acquisition, we will realize anticipated benefits or 
successfully integrate any acquired business with our existing operations. In addition, while we intend to implement appropriate contmls and procedures as we integrate acquired 
companies, we may not be able to certify ns to the effectiveness of these companies' disclosure controls and procedures or internal control over financid reporting (as required by recent 
amendments to U.S. federal securities laws and regulations) until we have fully integrated them. 

Acquisitions to be made by Discovery will require our approval; however, we do not unilaterally have the power to cause Discovery to acquire any particular business or asset. The 
management of Discovety has responsibility for integrating the operations of any acquired businesses and establishing internal control over financial reporting and for other purposes, and 
we do not have the power to mandate that Discovery follow the same pmedures and intemnl controls !hot we require of our subsidiaries. 

A loss of any ofAscent Media'r large customers rvoidd rednce our revenue. Although Ascent Media serviced over 4,000 customers during the year ended December 31,2004, its 
ten largest customers acconnted for approximately 45% percent of its cansolidated revenue and Ascent Media's single largest customer accounted for approximately 7% percent of its 
consolidated revenue during that period. The loss of, and the failure to replace, any sipificant portion of the services provided to my significant customer could have a material adverse 
effect on the business of Ascent Media. 

Ascent Media's business depends on cerlnin client indnsirie. Ascent Media derives much of its revenue from selvices provided to the motion picture and television production 
industries and from the data transnission industty. Fundamental changes in the business practices of any of these client industria muld cause a matefial reduction in demand hy Ascent 
Media's clients for the services offered by Ascent Media. Ascent Media's business benefits from the volume of content being created and distributed rather than the success or popularity (m 
itsell)ofan individual television show, 
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commercial or feature film. Accordingly. a decrease in either the supply of, or demand for, original entertainment content would have a material adverse effect on Ascent Media's results of 
operations. Because spending for television advertising drives the production of new television programming. as well as the production of television commercials and the sale of existing 
content libraries for syndication, a reduction in television advertising spending would adversely affect Ascent Media's business. Factors that could impact television advertising and the 
general demand for original entertainment content include the growing use of personal video recorders and video-on-demand services, continued fragmentation of and competition for the 

- 
I 
0 attention of television audiences, and general economic conditions. 

Changes in technoloax may limit the compelitiveness of nnd demand for our services. The post-production industry is characterized by technological change, evolving customer 
needs and emerging technical standards, and the data transmission industry is currently saturated with companies providing services similar to Ascent Media's. Obtaining access to any new 
technologies that may be developed in Ascent Media's industries will require capital expenditures, which may be significant and may have to he incurred in advance of any revenue that 
may be generated by such new technologies. In addition, the use of some technologies may require third party licenses, which may not be available on commercially reasonable terms. 
Although we believe that Ascent Media will be able to continue to offer services based on the newest technologies, we cannot assure you that Ascent Media will be able to obtain any of 
these technologies, that Ascent Media will be able to effectively implement these technologies on a cost-effective or timely basis or that such technologies will not render obsolete Ascent 
Media's role RS a provider of motion picture and television production services. If Ascent Media's competitors in the dnta transmission industry have lechnology that enables them to 
provide sem'ces that are more reliable, faster, less expensive, reach more customers or have other advantages over the data transmission services Ascent Media provides, then the demand 
for Asoenl Media's data transmission senices may decrease. 

Technology in the video, telecommunications and data services industry is changing rapidly. Advances in technologies such as personal video recorders and video-on-demand and 
changes in television viewing habits facilitated by these or other technologies could have an adverse effect on Discovery's advertising revenue and viewership levels. The ability to 
anticipate changes in, and adapt to, changes in technology and consumer tastes on R timely basis and exploit new s a w e s  of revenne from these changes will offect the ability of Discovery 
to continue to grow, increase its revenue and number of subscribers and remain competitive. 

A Idor dispute may disrupt our business. The cost of producing and distributing entertainment programming has increased substsntially in recent years due to, among other things, 
the increasing demands of creative tolent and industry-wide collective bargaining agreements. 

Ascent Medin employs approximately 3,800 persons, same on a project-by-project basis. Approximately 3 10 of Ascent Media's creative and technical personnel in the United States 
are subject to one of five collective bargaining agreements with the lntemalional Alliance of Theatrical Stage Employees, although the number of personnel subject to such agreements 
varies from time to time for specific client projects. Three of these agreements are due to be renegotiated in the near future, a fourth is finalized and in draft form waiting final execution by 
bath parties nnd the remaining agreement, which covers a majority of Ascent Media's union employees, is due to expire in January 2007. Additionally, approximmtely 40 members of the 
Broadcasting Entertainment Cinematograph and Theatre Union are currently employed at various facilities of Ascent Media in the United Kingdom, although the collective bargaining 
agreements governing such employees have expired. An Ascent Media subsidiary is also a signatory to an agreement with the Screen Actors Guild, which governs employment terms for 
voice-over performers that may be hired by the company from time to time for specific client projects. Ascent Media has not had any strikes or significant work stoppages in over five years 
and generally believes that its relations with union and non-union 

8 


